bt.  >.ouis  Public  Library 

fiEFERFNCF  n'  EV 

FOREIGN  POLICY 
REPORTS 

./•  C  ' 

'•?  v'l 

June  I,  1943 

New  Zealand’s  Role  in  the  Pacific 

BY  DAVID  and  SHIRLEY  JENKINS 


PUBLISHED  TWICE  A  MONTH  BY  THE 

Foreign  Policy  Association,  Incorporated 


MIDSTON  HOUSE,  22  EAST  38th  STREET,  NEW  YORK,  N.  Y. 
VOLUME  XIX  NUMBER6  2^4  a  C9py  %  ^,00  a  year 


New  Zealand’s  Role  in  the  Pacific 


BY  DAVID  and  SHIRLEY  JENKINS 


.  JENKINS  Dr.  Jenf^ins,  who  was  born  in  New  Zealand,  came 

to  this  country  in  ig^8  on  a  Macintosh  Fellowship 
and  recently  became  a  United  States  citizen.  He  has  taught  at  Columbia 
University  as  well  as  Clemson  College,  South  Carolina,  and  is  the  author 
of  Growth  and  Decline  of  Agricultural  Villages.  Mrs.  Jenl{ins,  an  economist, 
is  a  graduate  student  at  Columbia  University,  and  was  formerly  with  the 
New  Yor/{  City  Department  of  Welfare. 


New  Zealand  has  acquired  new  importance  in 
world  affairs  since  the  fall  of  Anglo-American 
outposts  in  east  Asia.  There  are  only  two  areas 
on  the  western  rim  of  the  Pacific  that  have  bases 
suitable  for  the  forces  of  the  United  Nations: 
the  U.S.S.R.,  and  Australia-New  Zealand.  Until 
the  reopening  of  the  Burma  Road  or  a  Japanese 
defeat  in  the  South  China  Sea  makes  possible  the 
shipment  of  heavy  materials  to  China,  no  other 
avenues  exist  for  a  land-based  approach  to  Tokyo. 
The  U.S.S.R.  has  borne  until  now  the  chief 
burden  of  the  European  war,  supplied  China,  and 
immobilized  a  large  Japanese  force  by  maintain¬ 
ing  armed  neutrality  in  Asia.  It  cannot  be  ex¬ 
pected  to  engage  in  war  with  Japan.  Until 
Germany  has  been  defeated,  therefore,  western 
Pacific  operations  against  Japan  are  conducted 
from  the  Australia-New  Zealand  area.  Meanwhile, 
the  two  democracies  “down  under”  have  them¬ 
selves  made  a  substantial  contribution  in  men  and 
materials  toward  defeat  of  the  Axis.  They  have 
sent  expeditionary  forces  to  the  North  African 
theatre  and,  by  the  terms  of  a  reverse  lend-lease 
arrangement,  are  supplying  installations,  equip¬ 
ment  and  food  to  American  forces  on  their  soil. 

In  point  of  settlement.  New  Zealand  is  the  young¬ 
est  of  the  self-governing  Dominions  in  the  British 
Commonwealth,  and  its  bold  handling  of  social 
problems  is  due  in  part  to  the  lack  of  historical 
obstacles  to  social  change.  The  English  and  Scotch 
migrants  who  settled  in  New  Zealand  during  the 
latter  half  of  the  nineteenth  century  left  an  ad¬ 
vanced  industrial  society  in  England  for  two 
rugged  and  remote  islands  in  the  South  Pacific. 
Some  of  the  settlers  hoped  to  establish  political 
and  economic  democracy  in  the  new  society.  All 
were  confronted  with  the  challenge  of  the  frontier 
in  a  country  with  a  mild  climate,  a  fertile  soil, 
and  a  warlike,  resourceful  Maori  population.  Even 
today  New  Zealand  is  still  close  to  the  pioneering 


stage  of  development,  and  many  of  its  political 
and  economic  features  can  be  understood  only  in 
terms  of  its  historical  background  and  the  recency 
of  its  frontier  economy. 

The  two  islands  that  compose  New  Zealand  are 
long  and  narrow,  stretching  a  thousand  miles 
north  and  south,  with  no  point  inland  more  than 
8o  miles.  The  nearest  land  mass  is  Australia,  1,200 
miles  to  the  northwest.  The  subcontinent  of  Antarc¬ 
tica  is  1,600  miles  to  the  south,  the  coast  of  South 
America  5,000  miles  to  the  east;  to  the  north  are 
the  thousands  of  islands  forming  Oceania  and  the 
Polynesian  Sporades,  with  Gaudalcanal  2,000  miles 
distant.  The  total  area  of  New  Zealand  approxi¬ 
mately  equals  the  combined  areas  of  New  Eng¬ 
land  and  New  York  State.  A  mountain  spine  in 
both  islands  intercepts  the  rain-bearing  wind  from 
the  west,  causing  a  “wet  and  dry  side”  effect, 
with  a  sharp  differentiation  of  farming:  dairying 
on  the  west,  sheep-raising  and  grains  on  the  east. 
The  population  totals  1,640,000,  of  whom  about  5 
per  cent  are  native  Maoris. 

A  Dutchman,  Abel  Janzoon  Tasman,  discovered 
a  small  part  of  the  country  in  1642  and  named  it 
for  his  home  province  in  Holland — Neuw  Zee- 
land.  But  New  Zealand  remained  only  a  name 
until  the  greatest  of  explorer-navigators,  James 
Q)ok,  rediscovered  and  mapped  the  country  dur¬ 
ing  his  voyage  for  the  Royal  Society  in  1769.  By 
1800  American  whalers  had  begun  to  frequent 
New  Zealand  as  a  base  for  refitting  and  recupera¬ 
tion.  The  crude  ports  were  under  no  national 
sovereignty,  for  Britain  did  not  annex  the  country 
until  1840.  A  vigorous  trade  flourished  between 
the  native  Maoris  and  nondescript  vessels  that 
brought  firearms,  blankets  and  rum,  in  exchange 
for  native  flax,  smoked  “Maori  heads”  and  kauri 
timber.  The  American  whalers,  mostly  from  Nan¬ 
tucket  and  Salem,  lived  among  the  Maoris  for 
intervals  of  several  months  in  the  year  during 
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their  hunt  for  oil  whales  in  the  Antarctic  Ocean 
south  of  New  Zealand. 

From  the  first  year  of  systematic  settlement  in 
1840  to  the  end  of  the  Maori  War  in  1863,  New 
Zealand  had  little  contact  with  foreign  countries. 
Immigrants  arrived  from  Britain  at  a  steady  rate, 
and  the  Colonial  Office  of  the  British  govern¬ 
ment  played  a  considerable  part  in  administration 
through  the  appointive  Governor  of  the  Colony. 
Gold  was  discovered  in  1861,  and  a  spectacular 
rush  comparable  with  the  California  rush  of  1849 
occurred.  The  new  prosperity  based  on  gold¬ 
mining  attracted  British  investors,  with  the  re¬ 
sult  that  the  New  Zealand  government  quadrupled 
its  debt  between  1870  and  1880  until  it  reached 
^^28, 583, 000.  At  the  end  of  this  inflationary  boom 
New  Zealand  was  securely  linked  to  the  imperial 
system. 

The  introduction  of  refrigerated  ships  in  1882 
made  possible  a  large  export  trade  in  pastoral 
products,  and  New  Zealand  became  a  remote 
but  prosperous  “county”  of  Britain.  England  took 
almost  all  of  its  exports  and  provided  most  of  its 
imports  and  loans;  immigration  was  limited  to 
whites,  with  aid  provided  for  worthy  settlers  from 
the  British  Isles.  Culture  and  ideas  were  derived 
almost  exclusively  from  British  sources. 

PROGRESS  OF  SOCIAL  LEGISLATION 

Social  experimentation  in  New  Zealand  began 
to  attract  attention  about  fifty  years  ago,  when  the 


Liberal  party  under  Richard  Seddon  enacted  the 
first  labor  and  social  security  legislation.  This  party 
came  to  power  in  1891  following  the  reaction 
from  the  disastrous  inflationary  boom  in  the  i88o’s, 
which  caused  economic  depression  and  bad  labor 
conditions.  The  new  party  was  a  coalition  of 
liberal  leaders,  organized  labor,  and  small  farmers. 

In  its  first  ten  years  of  power  the  party  en¬ 
ergetically  and  successfully  carried  out  its  program, 
and  established  New  Zealand  as  the  foremost 
social  laboratory  in  the  world  of  that  time.  Some 
of  the  most  notable  achievements  related  to  im¬ 
provement  of  working  conditions  in  shops,  fac¬ 
tories,  mines,  and  on  the  waterfront.  A  system  of 
compulsory  arbitration  of  labor  disputes  was  in¬ 
itiated  under  a  government  agency,  the  Industrial 
Conciliation  and  Arbitration  Court,  and  the  legal 
status  and  privileges  of  trade  unions  were  defined. 
In  the  field  of  public  finance  the  theory  of  “faculty” 
or  ability  to  pay  was  introduced.  The  inequitable 
property  tax  was  replaced  by  progressive  land  and 
income  taxation.  Small  farmers  were  encouraged 
to  take  up  freeholds,  and  state  loans  were  pro¬ 
vided  to  assist  them.  The  passage  of  the  Old-Age 
Pensions  Act  in  1898  completed  a  decade  crowded 
with  major  developments  in  social,  humanitarian, 
and  labor  legislation.^  The  end  of  the  Liberal  re¬ 
gime  in  1906  was  followed  by  twenty-nine  years 
of  Conservative  and  Coalition  government  until 

I.  For  the  best  account  of  this  period,  see  J.  B.  Condliffe, 
]Veti>  Zealand  in  the  Making  (London,  1930). 
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1935,  when  the  country  again  turned  to  drastic  re¬ 
forms  advocated  by  the  Labor  party  to  meet  the 
crisis  of  the  world  depression. 

Industrial  development  in  New  Zealand  meant 
the  appearance  of  many  small  plants  in  the  four 
large  urban  centers.  In  the  absence  of  any  con¬ 
siderable  deposits  of  high-grade  iron  ore,  there 
is  no  heavy  industry,  and  the  largest  engineering 
enterprises  are  connected  with  the  maintenance  of 
locomotives  and  ships,  and  the  assembly  of  auto¬ 
motive  equipment  from  parts  manufactured  in  the 
United  States  and  England.  There  are,  however, 
numerous  light  industries  engaged  in  working 
up  imported  materials  for  local  consumption,  or 
processing  New  Zealand  farm  products  for  ex¬ 
port.  The  country’s  economy  has  always  been 
based  on  one  main  crop:  grass.  Huge  herds  of 
sheep  and  cows  are  easily  maintained  in  the  mild 
climate,  and  the  food  and  fiber  products  are 
shipped  half-way  around  the  world  to  the  British 
Isles.  In  spite  of  the  overwhelming  importance 
of  farming  in  the  country’s  economy,  only  40.4  per 
cent  of  the  population  was  rural  in  1936,  as  com¬ 
pared  with  43.5  per  cent  for  the  United  States  in 
1940.  Under  New  Zealand  conditions,  with  few 
field  crops,  the  farm  enterprise  does  not  require 
a  large  labor  force,  and  almost  40  per  cent  of  the 
population  is  now  concentrated  in  four  main  cities; 
Auckland,  Wellington  (the  capital),  Christchurch 
and  Dunedin.  The  growth  of  population  has 
been  slow  in  the  past  two  decades,  yet  there  has 
been  reluctance  to  admit  immigrants  from  out¬ 
side  the  Empire.  There  is  no  doubt  that  some, 
at  least,  of  the  achievements  in  social  legislation 
have  been  made  possible  by  the  homogeneity  and 
relatively  small  size  of  the  population,  as  well  as 
by  the  high  level  of  education. 

New  Zealand  was  hit  with  special  severity  by 
economic  depression  in  1930  because  the  country 
has  the  highest  per  capita  export  trade  in  the 
world,  concentrated  in  a  few  animal  commodities. 
Butter,  cheese,  meats,  and  wool  suffered  catas¬ 
trophic  declines  in  price.  The  economic  difficulties 
of  the  depression  were  not  relieved  by  the  defla¬ 
tionary  program  of  the  Conservative  coalition, 
which  remained  in  power  until  1935.  The  policy 
was  to  wait  for  world  prices  to  recover,  while 
enforcing  a  balanced  budget  and  wage  reductions. 
When  world-wide  recovery  became  apparent  in 
1935,  it  was  realized  that  the  large  accumulation 
of  exchange  credit  in  London  had  only  served 
to  intensify  economic  difficulties.  The  election 
of  November  1935  swept  the  Labor  party  •  into 
power  with  a  landslide  vote.  The  main  features 
of  its  new  program  were  provision  for  full  em¬ 
ployment  at  standard  rates  of  wages,  reorganiza¬ 


tion  of  the  Reserve  Bank  to  give  the  government 
greater  control  over  credit  policy,  payment  of 
guaranteed  prices  for  agricultural  products,  ad¬ 
justment  of  mortgages  and  other  indebtedness, 
expansion  of  public  works  and  loans  to  farmers, 
support  for  collective  security  in  foreign  policy,  and 
a  domestic  program  of  unified  and  extended  social 
security.  These  measures  are  still  in  operation  and 
are  now  being  adapted  to  meet  war  needs. 

NEW  ZEALAND’S  WAR  ECONOMY 

New  Zealand  entered  the  war  at  the  side  of 
Britain  with  promptness  and  self-assurance.  Dif¬ 
ferences  during  the  preceding  four  years  over 
Britain’s  failure  to  apply  a  collective  security  policy 
were  forgotten.  The  effort  to  adjust  New  Zealand’s 
economy  to  the  needs  of  war  was  begun  early  and 
carried  through  with  determination.  In  the  pro¬ 
cess  the  government  made  full  use  of  existing 
centralized  controls.  Several  economic  measures 
introduced  by  the  Labor  government  between  1935 
and  1939  provided  the  basis  for  a  sound  wartime 
economy. 

New  Zealanders  have  participated  in  World 
War  II  with  distinction,  and  their  casualty  list  is 
greater  in  proportion  to  population  than  that  of 
any  of  the  other  United  Nations.^  Out  of  350,000 
men  of  military  age,  approximately  80,000  soldiers, 
sailors  and  airmen  are  serving  overseas,  and  of 
these  21,000  have  been  reported  as  casualties. 
The  Expeditionary  Force  participated  in  the  hope¬ 
less  defense  of  Greece  and  Crete  against  the  Nazis, 
the  bitter  battles  in  Egypt,  and  the  subsequent 
pursuit  of  Rommel  across  Libya. 

In  personal  bravery  and  determination.  Domin¬ 
ion  troops  are  outstanding.  Bayonet  charges  by 
Australians  and  New  Zealanders  (especially  the 
native  Maori  Battalion)  played  a  considerable 
part  in  infantry  operations  before  the  struggle  of 
tanks  at  El  Alamein.  According  to  the  British, 
“they  inflicted  casualties  of  five  to  one  on  the  pick 
of  Axis  troops.  Then  on  the  night  of  November 
1-2,  a  Brigade  each  from  the  Fiftieth  and  Fifty- 
first  Divisions  and  the  New  Zealanders,  on  a 
front  of  four  miles,  pushed  the  nose  of  the  salient 
three  miles  farther  west.  It  was  the  break-through.”’ 
It  should  be  noted  that,  both  in  this  operation  and 
in  the  flanking  of  the  Mareth  Line,  New  Zealand 
forces  were  only  part  of  a  spearhead  that  included 
many  units  from  England  and  Scotland.  The 
American  press  has  tended  to  overemphasize  the 
role  of  colorful  New  Zealanders  and  other  Do- 

2.  Brigadier-General  P.  I.  Hurley,  cited  in  The  Standard 
(Wellington),  September  lo,  1942. 

3.  Voice  of  Victory:  The  Battle  of  Egypt  (New  York,  British 
War  Office,  1943),  p.  8. 
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minion  soldiers.  In  proportion  to  the  total  offensive 
force  in  North  Africa,  their  numbers  are  small, 
and  there  is  no  evidence  that  New  Zealanders  be¬ 
lieve  they  are  bearing  more  than  their  fair  and 
proper  share  of  the  Commonwealth’s  responsi¬ 
bilities.  When  compared  with  the  size  of  the  coun¬ 
try  and  its  relative  isolation,  however.  New 
Zealanders  have  been  found  to  an  exceptional  de¬ 
gree  in  the  thick  of  battle.  For  example,  in  the  first 
year  of  war  four  soldier-members  of  the  New 
Zealand  Parliament  were  among  the  casualties  of 
the  fighting  in  the  Middle  East. 

The  completeness  of  New  Zealand’s  war  effort 
is  also  seen  in  the  economic  mobilization,  man¬ 
power  conscription  for  essential  industry,  and  re¬ 
verse  lend-lease  assistance  to  the  United  States. 
By  October  1942  all  men  between  the  ages  of  18 
and  46,  without  children,  and  all  married  men 
up  to  35  years,  irrespective  of  family  obligations, 
were  subject  to  full-time  military  duties.'*  The 
production  of  food,  munitions,  and  military  cloth¬ 
ing  has  been  expanded  to  the  limit,  and  most  of 
the  needs  of  the  New  Zealand  Army  in  the  field 
have  been  met  in  this  way,  with  the  notable  ex¬ 
ception  of  aircraft.  In  proportion  to  population. 
New  Zealand  and  Australia  are  normally  the  larg¬ 
est  exporters  of  surplus  protein  foods  and  animal 
fats.  To  supply  the  American  forces  based  in  the 
South  Pacific  and  at  the  same  time  to  maintain 
shipments  to  Britain,  however,  both  countries  have 
accepted  severe  shortages  in  some  foodstuffs.  Food 
and  equipment  are  provided  for  the  South  Pacific 
American  forces  under  lend-lease  arrangements, 
while  installations  are  being  constructed  in  New 
Zealand  by  the  Commissioner  of  Defense  Con¬ 
struction,  who  has  authority  to  set  prices,  control 
labor,  and  take  over  material  and  equipment. 
Installations  presumably  come  under  the  reverse 
lend-lease  agreement  effected  by  an  exchange 
of  notes  between  Secretary  of  State  Cordell  Hull 
and  the  Honorable  Walter  Nash,  Minister  of 
New  Zealand,  on  September  3,  1942.' 

The  size  of  the  Army  in  relation  to  population 
and  economic  potential  has  caused  expressions  of 
concern  from  both  major  political  groups.  The 
strain  on  the  economy  created  by  excessive  with¬ 
drawals  of  men,  and  the  problems  of  economic 
restoration  after  the  war  have  been  discussed  in 
the  official  Labor  party  press  and  dangers  of  over¬ 
mobilization  stressed.^  Claims  that  the  Army  is 

4.  Walter  Nash,  “New  Zealand's  Total  War  Effort,”  Far 
Eastern  Survey,  June  15,  1942,  p.  137. 

5.  Executive  Agreement  Series  (Washington,  Government 
Printing  Office,  1942),  No.  272. 

6.  The  Standard,  September  10,  1942. 

7-  New  Yor^  Times,  March  19,  1943. 
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ttx)  large  have  also  been  voiced  by  the  Parlia¬ 
mentary  Opposition.’  The  disproportion  between 
the  Army  and  industry  seemed  to  be  the  main 
basis  for  dissatisfaction.  Mr.  D.  G.  Sullivan,  Min¬ 
ister  of  Supply,  has  indicated®  that  the  government 
is  planning  the  return  of  at  least  part  of  the  New 
Zealand  Expeditionary  Force  from  North  Africa. 
The  inference  is  that  with  the  conclusion  of  the 
campaign  in  Tunisia,  New  Zealand  may  play  a 
much  larger  role  in  the  eviction  of  Japan  from 
the  South  Pacific  than  heretofore. 

EXTENSION  OF  MANPOWER  CONTROLS 

All  men  and  women  in  New  Zealand  over  the 
age  of  16  may  be  called  upon  to  do  work  of  rec¬ 
ognized  national  importance.  For  such  service 
“labor  draftees’’  are  paid  according  to  wage  rates 
set  by  industrial  awards  or  agreements  for  the  same 
or  similar  work.’  A  national  register  of  man¬ 
power  compiled  from  social  security  returns  is 
used  to  determine  labor  supply  in  different  areas. 
By  November  1942  approximately  one  person  in 
three  had  come  into  direct  contact  with  the  war¬ 
time  manpower  administration,  and  6,000  men  and 

I, 000  women  had  been  drafted  from  nonessential 
to  essential  work.*” 

The  payment  of  a  minimum  weekly  wage  for 
workers  in  essential  industries  is  guaranteed  if  the 
worker  has  performed  his  work  with  the  proper 
skill  and  care  and,  during  the  immediately  pre¬ 
ceding  six  weeks,  has  not  been  absent  on  more 
than  one  working  day  for  reasons  other  than  sick¬ 
ness,  accident,  or  other  causes  beyond  his  control.** 
These  regulations  represent  a  positive  approach  to 
the  problem  of  absenteeism,  since  they  provide  a 
money  incentive  for  appearing  steadily  on  the  job. 
Men  in  essential  industries  whose  military  service 
is  deferred  are  given  certificates  of  temporary  res¬ 
ervation  by  the  local  manpower  committees.  No 
industry  or  occupation,  however,  is  permanently 
reserved;  each  case  is  decided  on  its  merits.  Labor 
turnover  in  essential  industries  is  reduced  by  pro¬ 
viding  that  any  worker  wishing  to  leave  his  job, 
or  any  employer  wishing  to  dismiss  a  worker,  must 
first  obtain  the  writtten  consent  of  the  manpower 
officer.*^  In  nonessential  industries  labor  may  not 
be  employed  at  all  without  the  consent  of  the 

8.  The  Standard,  February  4,  1943. 

9.  National  Service  Emergency  Regulations,  June  1940,  is¬ 
sued  under  the  New  Zealand  Emergency  Regulations  Act,  1939. 
TO.  “Extension  of  Manpower  Controls  in  New  Zealand,” 
Monthly  Labor  Review  (Washington),  January  1943,  pp.  33- 
37- 

I I .  Ibid. 

12.  Employment  Restriction  Order  No.  2,  issued  November  6, 
1942,  by  the  New  Zealand  Minister  of  Industrial  Manpower 
under  powers  of  Regulation  28  of  the  Industrial  Manpower 
Emergency  Regulations,  1942. 
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manpower  committee.  For  example,  it  is  an  of¬ 
fense  to  engage  a  domestic  servant  without  per¬ 
mission. 

With  total  mobilization  of  young  men  into  the 
armed  forces,  woman  power  has  been  sought  to 
take  over  the  job  of  home  production.  Some  shift 
in  this  direction  may  be  seen  from  employment 
figures.  For  the  year  ending  March  30,  1942,  80,469 
men  and  37,111  women  were  in  factory  employ¬ 
ment  as  compared  with  82,316  men  and  34,291 
women  for  the  previous  year.  The  net  effect  is 
that  factory  employment  has  risen  from  116,607 
to  118,180,  the  rise  in  women  workers  more  than 
compensating  for  the  loss  of  men  to  the  Army.^^ 

Responsibility  for  maintaining  production  in  New 
Zealand  has  been  placed  on  both  employers  and 
workers.  The  National  Emergency  Disputes  Board^"* 
will  act  if  a  dispute  seems  likely  to  interfere 
with  essendal  production.  This  Board  supplements 
the  existing  machinery  under  the  Arbitration  Court 
and  is  composed  of  five  members  appointed  by 
the  Minister  of  Labor,  two  of  them  being  qualified 
to  represent  workers  and  two  to  represent  employ¬ 
ers.  Its  decisions  are  final,  offenses  being  punish¬ 
able  by  fine  and  imprisonment.  It  is  unlawful  for 
a  worker  to  break  his  contract,  stop  work,  or  re¬ 
duce  his  normal  output.  On  the  other  hand,  an 
employer  commits  an  offense  if  he  suspends  or 
discontinues  operations,  discontinues  the  employ¬ 
ment  of  workers,  or  otherwise  interferes  with 
the  effective  conduct  of  his  business  or  industry.*’ 

The  government  policy  of  tripartite  collabora¬ 
tion  may  be  seen  in  all  phases  of  the  war  effort. 
Within  the  administrative  machinery  of  the  gov¬ 
ernment  itself  have  been  established  councils  of 
representatives  from  worker,  farmer,  and  employer 
organizations,  advising  and  assisting  the  Min¬ 
isters  of  Labor,  Agriculture,  and  Supply.  The 
district  manpower  committees,  which  have  the 
important  job  of  allocating  labor  supply  and  en¬ 
forcing  manpower  regulations  are  composed  of 
workcr-government-employer  representatives.  Sim¬ 
ilar  collaboration  is  found  on  the  National  Emer¬ 
gency  Disputes  Board. 

In  particular  industries  special  bodies  encourage 
self-regulation  by  cooperative  effort.  An  example 
of  collaboration  in  a  particular  industry  is  the  han¬ 
dling  of  the  labor  problem  on  the  docks.  In  the 
spring  of  1940,  following  a  serious  dispute  between 
workers  and  employers,  the  government  took 

13.  “Extension  of  Manpower  Controls,”  cited,  p.  37. 

14.  This  Hoard  was  established  by  the  Minister  of  Labor 
on  September  8,  1942  under  the  Industrial  Disputes  Emergency 
Regulations  of  1942. 

15.  “National  Emergency  Disputes  Board  in  New  Zealand," 
Monthly  Labor  Review,  December  1942,  pp.  1189-90. 


over  complete  responsibility  for  labor  conditions 
on  the  waterfront.  A  Waterfront  Control  Com¬ 
mission*^  of  three  persons  was  set  up  to  determine 
wages  and  conditions  of  work.  Its  activity  is  a 
subject  of  controversy,  but  it  is  felt  by  some  that 
stringent  tripartite  control  has  speeded  up  work. 
According  to  a  report  of  the  New  York  Office  of 
the  International  Transport  Workers  Federation, 
the  time  of  ships  in  port  has  been  reduced  from 
35.7  to  15.4  days.  Less  than  half  of  one  per  cent 
of  total  working  hours  have  been  lost  during  the 
past  year,  and  only  four  stoppages  have  occurred, 
amounting  to  a  loss  of  339  man-days  out  of  a 
total  of  a  million.*^ 

PRICE  CONTROL  SCHEMES 

The  general  policy  followed  by  the  government 
has  been  to  carry  through  a  program  of  total 
mobilization  for  war,  while  at  the  same  time 
preserving  and  even  extending  the  social  services. 
Walter  Nash  stated  the  Labor  party  policy  when, 
as  Finance  Minister,  he  said:  “The  war  must  not 
be  used  as  an  excuse  to  put  the  clock  back.”  The 
social  security  program  has  continued,  with  in¬ 
creases  in  old-age,  invalidity,  and  veteran  benefits. 
A  system  of  medical  and  hospital  benefits  has  been 
introduced  over  strong  opposition  from  the  organ¬ 
ized  medical  as.sociation.  The  housing  program 
was  maintained,  and  approximately  15,000  State 
Rental  Houses  have  been  built  by  the  government 
for  rental  at  from  to  15s  per  week.*^®  In 
carrying  on  its  program  of  war  financing,  the  gov¬ 
ernment  has  attempted  to  see  that  both  income  and 
sacrifice  are  uniformly  spread  over  the  population. 

Among  the  pre-war  controls  now  being  used 
for  economic  stabilization  purposes  is  the  guar¬ 
anteed  price  scheme  for  dairy  produce,  which  was 
instituted  in  1938.  Before  that  date  New  Zealand 
dairy  farmers  sold  their  produce  to  middlemen, 
and  the  price  they  received  depended  on  what  the 
produce  eventually  brought  on  the  London  mar¬ 
ket,  where  it  faced  conditions  of  competition  and 
extreme  price  fluctuations.  Under  the  guaranteed 
price  scheme  the  government  buys  all  dairy 
produce  before  it  leaves  New  Zealand,  marketing 
it  as  a  unit  in  London.  The  price  paid  to  farmers 
is  based  on  consideration  of  previous  prices,  costs 
of  production  and  marketing,  the  general  standard 
of  living,  and  the  need  to  maintain  stability  and 
efficiency  in  the  dairy  industry.  The  difference 

16.  Wartime  Developments  in  Government-Employer-Wor^er 
Collaboration  (Montreal,  International  Labor  Office,  1941),  pp- 

71-72. 

17.  New  Yorl^  Times,  November  22,  1942. 

17a.  As  of  May  i6,  1943,  the  New  Zealand  pound  is  the 
equivalent  of  $3.25. 
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between  this  price  and  the  price  obtained  in 
London  is  credited  or  debited  to  a  separate  Dairy 
Industry  Account  in  the  New  Zealand  Reserve 
Bank,  the  expectation  being  that  when  the  market 
price  falls  below  the  guaranteed  price,  the  reserve 
in  the  fund  would  be  used  to  sustain  the  stable 
price  paid  to  the  farmer.  Thus  the  dairying  in¬ 
dustry  account  may  carry  a  deficit  over  a  long 
period  and  has,  in  fact,  been  in  deficit  since  the 
scheme  was  initiated.  The  advent  of  war  in  1939 
changed  the  foreign  trade  picture.  Since  the  1941- 
42  season  Britain  has  agreed  to  take  all  of  the 
exportable  surplus  of  New  Zealand’s  butter,  cheese, 
meat,  and  wool  that  can  be  shipped.  The  British 
Empire  in  1940  absorbed  94.7  per  cent  of  New 
Zealand  exports,  as  compared  with  87.7  per  cent 
in  1939. 

Another  phase  of  the  original  program  was  the 
restriction  and  licensing  of  imports  to  New  Zea¬ 
land,  which  was  intended  to  maintain  overseas 
credits  for  servicing  debts  and  purchasing  the  raw 
materials  for  essential  industries.  The  procedure 
of  import  selection  has  been  extended,  and  new 
classes  of  restricted  commodities  have  been  an¬ 
nounced  for  the  coming  year.*®  As  a  result  of  high 
export  income  and  rigid  control  of  imports,  there 
has  been  a  striking  growth  in  the  export  excess  in 
the  past  year.  The  trade  figures  may  be  seen  from 
the  following  table.*^  Decline  in  import  goods, 

1941  1942 

( in  New  Zealand  pounds) 

Exports  £68,000,000  £81,000,000 

Imports  49,000,000  53,000,000 

coupled  with  a  shift  in  home  production  to  war 
industry,  have  resulted  in  severe  curtailment  in 
the  amount  of  consumer  goods  available  to  the 
population. 

General  price  increases  in  locally  produced  goods 
were  checked  by  the  price  stabilizing  regulations, 
which  froze  prices  at  the  September  i,  1939  level. 
Since  that  time,  average  retail  prices  have  risen 
by  approximately  15  per  cent.  To  afford  relief  to 
low-paid  workers,  two  general  wage  increases  have 
been  given.  The  Court  of  Arbitration  was  emptow- 
cred  early  in  1940  to  make  general  orders  affect¬ 
ing  rates  of  pay  of  all  workers  under  its  jurisdic¬ 
tion.  On  August  9,  1940  it  ordered  a  5  per  cent  in¬ 
crease  to  compensate  for  the  increased  cost  of  liv¬ 
ing.^®  On  January  30,  1942  the  New  Zealand  En¬ 
gine  Drivers’  Union  submitted  application  for  a 

18.  “Tariffs  and  Trade  Control,”  Foreign  Commerce  Weekly, 
September  26,  1942. 

IQ-  New  York  Times,  February  4,  1943. 

20.  “Wartime  Wage  Increase  in  New  Zealand,”  Monthly 
Labor  Review,  September  1942,  pp.  590-93. 


further  increase  of  9.6  per  cent,  basing  their  de¬ 
mand  on  the  fact  that  retail  prices  had  risen  7.1 
per  cent  from  June  1940  to  December  1941,  and 
that  an  unrecorded  increase  in  rents  of  7.3  per 
cent  had  taken  place.  The  union  held  that  the 
cost-of-living  index  understated  the  true  picture 
since  rents  were  not  included.  The  Court,  in  its 
decision,  allowed  only  a  general  5  per  cent  in¬ 
crease  to  apply  on  the  first  of  weekly  earnings 
of  men,  j[^2.  los  of  women,  and  los  of  junior 
workers. 

Factors  outside  the  control  of  the  government, 
such  as  increased  shipping  costs,  rising  prices  in 
foreign  countries,  and  limited  supplies  have  tended 
to  drive  upward  the  price  of  imported  goods.  The 
situation  is  complicated  by  the  increased  purchas¬ 
ing  power  within  the  country,  due  to  widespread 
employment,  overtime  work,  and  wage  increases. 
To  prevent  an  upward  spiraling  of  prices,  the 
government  has  widened  its  economic  controls 
and  placed  price  ceilings  on  some  no  commodities 
and  services.  Included  are  foodstuffs,  fuel,  cloth¬ 
ing,  furniture,  and  tobacco.  In  addition,  all  wages 
and  salaries  are  frozen  unless  the  national  price 
index  for  essentials  rises  2.5  per  cent,  at  which 
point  the  Arbitration  Court  will  fix  new  scales.^* 
Restriction  of  purchasing  power  has  been  a  cen¬ 
tral  point  in  government  fiscal  policy,  and  this  is 
accomplished  by  a  system  of  high,  graduated  in¬ 
come  taxes,  and  voluntary  and  compulsory  loans. 
Before  the  worker  receives  his  salary,  5  per  cent 
has  been  deducted  for  Social  Security,  and  yYi  per 
cent  for  National  Security.  In  addition,  direct 
taxation  of  private  income  has  been  increased, 
so  that  it  reaches  a  maximum  rate  of  90  cents  on 
the  dollar  on  unearned  incomes  in  excess  of  $12,000 
a  year.^^  A  20  per  cent  sales  tax  on  some  items  is 
also  in  effect.  The  aim  is  to  meet  war  needs  to  as 
great  an  extent  as  possible  from  current  sources, 
taxation  and  savings,  and  rely  as  little  as  possible 
on  bank  credit  and  overseas  loans. 

government’s  fiscal  program 

Total  war  costs  have  been  high,  considering  the 
size  of  the  national  income.  It  has  been  estimated 
that,  for  the  year  1941-42,  total  war  expenditures 
equaled  over  half  the  national  income  for  that 
period.^^  For  the  fiscal  year  1942-43  total  war  ex¬ 
penditure  is  estimated  at  /133  million,  exclusive 
of  debt  repayments.  War  taxation  is  exp>ected  to 
yield  ;^34.4  million,  to  which  may  be  added 
^^3  million  from  the  Consolidated  Fund  and 

21.  New  York  Times,  December  17,  1942. 

22.  Nash,  “New  Zealand's  Total  War  Ftlort,”  cited,  p.  140. 

23.  F.  L.  W.  Wood  and  J.  O.  Shearer,  New  Zealand’s  War 
Effort  (New  York,  Institute  of  Pacific  Relations,  1942),  p.  13. 
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^4  million  from  miscellaneous  receipts.  Borrow¬ 
ing  for  the  year  was  estimated  at  ^27.6  million 
from  war  loans  and  million  from  National 
Savings  and  Departmental  investments.  The  total 
to  be  raised  for  war  purposes  within  the  Dominion 
would  be  ;^77  million.  In  addition,  ^^6  million 
was  to  be  borrowed  under  the  Memorandum  of 
Security,  and  ^{^lo  million  was  to  be  provided  un¬ 
der  lend-lease  arrangements.^'* 

The  government  fiscal  program  has  been  under 
strong  attack  by  the  Opposition,  mostly  because 
of  its  heavy  expenditure  for  civilian  needs  under 
the  social  security  program  and  its  continuance 
of  public  works  and  housing  developments.  Much 
of  this  expenditure  is  related  to  war  needs,  such 
as  strategic  railroad  and  hydroelectric  develop¬ 
ment,  public  health  programs,  and  soldiers’  pen¬ 
sions.  However,  the  policy  of  the  government  is, 
wherever  possible,  to  avoid  any  retrenchment  in 
the  social  services.  As  stated  by  Dr.  Nash:  “The 
government  takes  the  view  that  the  war,  far  from 
being  an  occasion  to  retreat,  demands  a  courageous 
advance — as  far  as  an  advance  is  humanly  possible 
— in  social  progress  no  less  than  military  strategy.”^' 
A  potential  source  of  difficulties  for  the  New 
Zealand  government  is  the  dissatisfaction  among 
farmers  over  the  prices  received  for  dairy  produce 
shipped  to  Britain.  The  complainj  is  based  on  a 
comparison  with  prices  now  being  paid  by  Britain 
for  butter  from  the  United  States.  It  is  claimed  in 
New  Zealand  that  the  price  received  is  less 
than  half  the  f.o.b.  price  in  New  York;  >{^143 
per  ton  for  New  Zealand  butter,  as  against 
;^3i7  for  American.  In  this  connection,  it  is 
significant  that  the  National  Farmers  Union 
(analagous  to  the  Farm  Bureau  in  the  United 
States)  in  the  butter-producing  province  of  Auck¬ 
land  has  decided  to  enter  the  political  field  dur¬ 
ing  the  elections  which  probably  will  be  held  at 
the  end  of  1943.^'^  Such  a  move  to  form  a  “farm 
bloc’’  might  cause  some  difficulties  to  the  Labor 
party,  but  it  might  also  split  the  Opposition,  which 
holds  the  majority  of  farm  seats.  The  move  is  con¬ 
fined  to  one  province,  but  it  is  a  portent  of  rural- 
urban  conflicts  that  may  develop,  especially  if 
the  end  of  the  war  brings  a  decline  in  the  British 
market  for  New  Zealand’s  exports.  Conservatism 
among  New  Zealand  farmers  has  been  most 
marked  in  periods  of  high  prices;  a  post-war  de¬ 
pression  due  to  loss  of  foreign  trade,  however, 
could  cause  a  withdrawal  of  farm  and  small-town 
interests  from  the  party  now  in  power.  Since 
July  1940  a  small  War  Cabinet,  consisting  at  pres- 

24.  I  hid. 

25.  Nash,  “New  Zealand's  Total  War  Effort,”  cited,  p.  139. 

26.  New  York,  Times,  March  22,  1943. 


ent  of  three  Labor  members  and  two  of  the  Oppo¬ 
sition,  has  handled  problems  directly  related  to 
the  conduct  of  the  war,  but  the  major  responsi¬ 
bility  for  all  programs  still  rests  with  the  Labor 
party.  Its  fate  will  probably  depend,  not  on  do¬ 
mestic  issues  of  manpower  control  and  social 
security,  but  on  the  handling  of  external  trade  and 
foreign  relations  involving  the  Empire  and  the 
United  States. 

NEW  ZEALAND’S  FOREIGN  RELATIONS 

Foreign  relations  during  the  one  hundred  years 
since  systematic  settlement  of  New  Zealand  began 
fall  into  three  phases.  The  first  period  of  loose 
integration  in  the  imperial  system  lasted  until  re¬ 
frigerated  ships  in  1882  began  to  give  New  Zealand 
a  place  in  the  world  as  an  exporter  of  meat  and 
dairy  products  to  Britain  and  Europe.  In  the  sec¬ 
ond  phase.  New  Zealand  developed  a  close  im¬ 
perial  connection  with  Britain,  based  on  trade  and 
on  a  sentiment  that  has  been  criticized  as  a  “mother 
complex.’’  The  third,  a  brief  period  of  semi-inde¬ 
pendence  in  foreign  policy  with  advocacy  of  col¬ 
lective  security,  lasted  from  1937  until  the  present 
war.  A  new  phase — affecting  both  Australia  and 
New  Zealand — of  reorientation  toward  the  Pacific, 
with  the  United  States  the  primary  foreign  power, 
is  now  beginninig. 

Until  shortly  before  the  present  war.  New  Zea¬ 
land  looked  at  Japan,  and  the  Pacific  generally, 
through  the  eyes  of  London.  Immigration  and  tar¬ 
iff  autonomy  were  the  major  issues  over  which  New 
Zealand  desired  independent  control.  The  immi¬ 
gration  policy  was  simple:  exclusion  of  Asiatic  peo¬ 
ples.  Fears  of  Japan  were  lulled  by  ignorance  of 
Japanese  strength,  and  by  construction  of  the  Brit¬ 
ish  naval  base  at  Singapore,  which  was  considered 
by  naval  strategists  as  ample  protection.  The  New 
Zealand  and  Australian  governments  felt  they  had 
discharged  their  Pacific  responsibility  when  they 
paid  their  contribution  toward  construction  of  this 
base. 

The  program  that  swept  the  Labor  party  into 
power  in  19^5  included  one  issue  of  foreign  policy: 
support  for  the  League  Covenant  and  collective  se¬ 
curity.  In  1936  New  Zealand  sent  a  delegate  of 
Cabinet  rank  to  Geneva,  and  for  the  first  time  put 
forward  a  foreign  policy  of  its  own,  often  expressed 
at  Geneva  “in  plain  undiplomatic  language.”^^ 
New  Zealand  crusaded  against  the  complacency  of 
the  major  League  powers  in  the  face  of  imperialist 
aggression  by  the  Axis  in  Abyssinia,  Spain  and 
China.  Its  representatives  urged  as  emphatically  as 
they  could  that  the  cynical  “retreat  from  collective 

27.  F.  L.  W.  Wood,  New  Zealand  in  the  World  (Wfllitiffton, 
N.  nepartincnt  of  Internal  Affairs,  1940),  p.  15. 
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security”  in  the  case  of  Spain  be  stopped,  and  that 
the  League  carry  out  its  functions  by  organizing 
assistance  to  the  victims  of  aggression.  This  action 
became  acutely  embarrassing  to  the  mother  country 
as  England,  under  Chamberlain,  entered  the  period 
of  “neutrality”  toward  Spain,  and  appeasement  of 
Germany  and  Japan.  This  independence  continued 
for  almost  three  years;  as  late  as  May  1939  New 
Zealand  and  the  U.S.S.R.  were  the  only  League 
powers  favoring  the  principle  of  active  collective 
aid  to  China. 

Labor  supporters  felt  some  uneasiness  that  the 
government  was  going  too  far  in  its  independence 
from  Britain  in  the  field  of  foreign  policy,  and 
there  was  a  distinct  possibility  that  the  election  of 
November  1938  would  be  fought  on  the  country’s 
policy  in  Geneva.  The  events  leading  up  to  the 
Czech  crisis,  however,  brought  out  New  Zealand’s 
basic  identity  of  interest  with  the  Empire.  The 
statement  by  Walter  Nash,  Minister  of  Finance,  in 
May  1938  may  be  regarded  as  a  turning  point:  “If 
the  Old  Country  is  attacked,  we  are  too.  We  hate 
all  this  war  propaganda  but,  if  an  attack  is  made 
on  Great  Britain,  then  we  will  assist  her  to  the  full¬ 
est  extent  possible.”^® 

As  the  consequences  of  the  Munich  pact  be¬ 
came  clearer  and  the  prospect  of  war  more  cer¬ 
tain,  the  Labor  government  began  to  follow  a  less 
independent  foreign  policy  and  placed  “a  new  em¬ 
phasis  on  imperial  solidarity  unqualified  by  refer¬ 
ence  to  the  principles  of  the  League  Covenant.”^^ 

EXCHANGE  CONTROL 

New  Zealand’s  financial  indebtedness  to  Britain 
played  an  important  part  in  the  two  years  before 
the  war.  A  substantial  loan  was  about  to  fall  due 
in  January  1940,  and  British  financial  institutions 
and  private  investors  refused  to  make  a  renewal. 
They  practically  demanded  their  money  back  on 
New  Zealand’s  public  debt,  although  there  was  no 
doubt  about  the  prompt  payment  of  interest.  This 
action  was  in  part  a  reaction  to  the  Labor  govern¬ 
ment’s  policies.  According  to  a  New  Zealand  ob¬ 
server,  “the  existence  of  a  huge  overseas  debt  gave 
London  a  profound  influence  over  New  Zealand, 
an  influence  none  the  less  real  because  it  may  have 
been  unconsciously  exercised.”^®  The  New  Zealand 
government  answered  by  establishing  a  system  of 
import  control.  The  sterling  credits  secured  in  Lon¬ 
don  through  the  sale  of  exports  were  all(xated  un¬ 
der  license  to  importers,  and  the  government 
granted  or  withheld  licenses  according  to  the 

28.  From  a  speech  at  Lower  Hutt  on  May  i6,  1938,  cited  in 
Contemporary  New  Zealand  (Wellington,  1938),  p.  184. 

29.  I.  F.  G.  Milner,  New  Zealand's  Interests  in  the  Far  East 

I  (New  York,  Institute  of  Pacific  Relations,  1940),  p.  92. 

30.  Wood,  New  Zealand  in  the  World,  cited,  p.  125. 


merit  of  the  particular  item  proposed  for  im¬ 
portation  and  the  amount  of  funds  on  hand  in  Lon¬ 
don.  In  this  way,  funds  were  made  available  for  es¬ 
sential  imports  and  sufficient  sterling  funds  were 
assured  in  London  to  meet  payments  on  loans.  It 
meant  sacrifices  for  the  New  Zealand  people 
through  fewer  imported  goods,  and  the  elimination 
of  some  luxury  items. 

The  control  of  exchange  was  used  to  give  even 
greater  preference  to  imports  of  British  manufac¬ 
turers.  “In  the  end  New  Zealand  was  allowed  five 
years  in  which  to  pay  off  the  debt;  unless,  indeed, 
changes  in  domestic  policy  meantime  should  con¬ 
vince  investors  that  their  fears  were  groundless.”’^ 
This  was  substantially  the  situation  when  war  be¬ 
gan. 

Throughout  1939  New  Zealand’s  attention  was 
directed  to  the  Pacific.  This  was  shown  particu¬ 
larly  in  the  reaction  to  an  agreement  reached 
between  Britain  and  Japan  on  July  29,  1939.  A 
dispute  had  arisen  over  the  Japanese  blockade  of 
supplies  for  China  passing  through  the  British 
Concession  at  Tientsin,  and  the  terms  virtually 
granted  belligerent  rights  to  Japan.  The  agreement 
had  apparently  been  negotiated  by  Mr.  Chamber¬ 
lain’s  government  without  consulting  New  Zealand. 
Labor  members  in  the  House  went  so  far  as  to  de¬ 
scribe  it  as  “the  Eastern  Munich”  and  others  urged 
the  government  to  make  positive  approaches  to  the 
United  States  “for  a  complete  linking  up  of  the  de¬ 
fense  measures  with  the  English  speaking  peoples 
in  the  Pacific.”’^  A  Pacific  Defense  Conference  of 
technical  experts,  attempting  to  coordinate  imperial 
defense,  met  in  Wellington  in  April  1939  and  con¬ 
siderable  preparations  were  under  way.  The  prepa¬ 
rations  that  New  Zealand  could  undertake,  how¬ 
ever,  were  necessarily  on  a  scale  too  small  to  influ¬ 
ence  the  course  of  events  in  the  early  months  of 
the  Pacific  war. 

THE  PACIFIC  WAR  AND 
POST-WAR  PLANS 

New  Zealand’s  policies  in  the  past  have  always 
been  based  on  the  assumption  that  the  imperial  con¬ 
nection  was  a  sufficient  safeguard  against  direct  at¬ 
tack;  if  it  contributed  fully  to  the  general  war  effort 
of  the  Commonwealth,  the  mother  country  would 
provide  protection  through  the  Navy.  This  ex¬ 
plained  New  Zealand’s  willing  acceptance  of  Brit¬ 
ain’s  decisions  in  trade,  finance  and  diplomacy.  The 
fall  of  Singapore  and  the  triumphant  advance  of 
Japan  through  the  Indies  showed  the  assumption 
to  be  incorrect.  In  fact,  the  emphasis  on  imjjerial 

31.  Ihid.,  p.  125. 

32.  Milner,  New  Zealand’s  Interests  in  the  Far  East,  cited, 
p.  91. 
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defense  meant  that  New  Zealand  troops  were  fight¬ 
ing  in  North  Africa  at  the  moment  when,  but  for 
the  intervention  of  the  United  States,  they  would 
have  been  desperately  needed  to  defend  their  own 
homes.  New  Zealanders  felt  unlimited  gratitude 
toward  the  United  States,  and  freely  expressed  it  in 
the  hospitality  shown  the  American  troops.  At  the 
same  time,  it  was  realized  that  the  establishment  of 
American  military  and  naval  units  in  the  South 
Pacific  was  a  sound  strategic  move  for  the  defense 
of  the  United  States  and,  to  that  extent,  was  moti¬ 
vated  by  self-interest  rather  than  benevolence.  Pro¬ 
longation  of  the  stay  of  Americans  would  unques¬ 
tionably  have  far-reaching  implications  for  post-war 
arrangements  in  the  South  Pacific. 

Today,  however,  the  American  forces  have  made 
New  Zealand  relatively  secure.  A  direct  Japanese 
assault  could  probably  come  only  by  way  of  the 
Solomon  Islands  and  the  string  of  small  islands  in 
between,  unless  Australia  had  already  been  overrun. 
Thus  the  seizure  of  Guadalcanal  by  the  United 
States  Navy  and  Marines  was  of  the  utmost  impor¬ 
tance  for  the  strategy  of  this  area.  Excellent  ports 
and  base  facilities  at  Auckland  and  Wellington, 
the  latter  with  a  floating  dock  large  enough  to  re¬ 
pair  major  vessels,  were  utilized  for  the  naval  oper¬ 
ations.  The  key  point  of  Fiji  on  the  ocean  route 
from  the  United  States  to  New  Zealand  was  se¬ 
curely  held  by  a  United  Nations  force  including 
New  Zealanders.  Once  local  military  security  is  as¬ 
sured,  the  defeat  of  Japan  is  the  next  goal.  New 
Zealand  will  certainly  contribute  to  this  phase  of 
the  war  with  the  same  wholehearted  ness  it  has 
shown  in  the  war  against  Germany. 

At  the  conclusion  of  the  present  conflict  a  return 
to  the  status  quo  ante  will  not  be  possible  anywhere, 
and  certainly  not  in  the  South  Pacific.  New  Zea¬ 
land  will  face  the  general  economic  problems  com¬ 
mon  to  all  the  United  Nations,  but,  in  addition, 
there  will  be  special  problems  involving  its  old  im¬ 
perial  connection  with  Britain,  and  its  new  rela¬ 
tionship  with  the  United  States.  After  victory  the 
United  States  will  have  compelling  strategic  reasons 
for  maintaining  strength  in  the  Pacific  and  retain¬ 
ing  a  close  relationship  with  Australia  and  New 
Zealand.  The  “unconditional  surrender”  and  dis¬ 
armament  of  Japan  would  not  eliminate  the  con¬ 
siderable  industrial  strength  of  that  country  and, 
whether  or  not  a  drastic  internal  change  takes  place 
in  Japan,  its  industries  will  continue  to  compete 
with  those  of  the  United  Nations  in  the  Far  East. 
These  industries  may  constitute  a  threat  of  rearma¬ 
ment,  especially  if  at  the  end  of  the  Pacific  war 
some  Japanese  militarist  groups  should  survive  the 
defeat.  Thus  the  United  States  seems  committed 
to  a  permanent  interest  in  the  Pacific,  and  the  corol¬ 


lary  of  this  interest  is  maintenance  of  bases  and  air¬ 
fields  in  Oceania  and  the  western  Pacific. 

New  Zealand  is  just  as  concerned  as  the  United 
States  with  Pacific  security  and  continued  coopera¬ 
tion.  The  absence  of  serious  friction  over  delicate 
territorial  questions  and  the  “occupation”  by  Amer¬ 
ican  troops  are  a  measure  of  the  importance  at¬ 
tached  by  both  Australia  and  Ne\v  Zealand  to  unity 
and  understanding  among  the  United  Nations. 
Secretary  of  Navy  Knox  recently  revealed^^  that 
“the  United  States  now  has  a  strong  new  air  base 
on  the  Island  of  Upolu^'*  in  the  Samoan  group  in  the 
South  Pacific.”  In  reply  to  a  reporter’s  quesdon 
on  whether  Australia  and  New  Zealand  would 
“throw  us  out”  after  the  war,  Mr.  Knox  said:  “Oh, 

I  don’t  think  they  will  get  rough  with  us.”  As  Mr. 
Knox’s  remark  implies.  New  Zealand  is  not  likely 
to  make  an  issue  of  islands  or  territories  such  as 
Upolu  either  during  the  war  or  at  the  peace  table, 
and  has  full  faith  in  the  intention  of  this  country 
to  respect  the  sovereignty  of  its  allies. 

New  Zealand’s  economic  dependence  on  Britain, 
however,  is  just  as  complete  now  as  it  was  during 
the  1920’s.  Although  a  considerable  part  of  its  ex¬ 
portable  surplus  is  being  used  to  feed  American 
forces  in  the  South  Pacific,  the  bulk  of  its  meat, 
butter,  and  cheese  goes  to  England.  Its  post-war 
problem  will  be  how  to  dispose  of  the  enormous 
quantity  of  foodstuffs  New  Zealand  will  be  equip¬ 
ped  to  produce.  There  is  every  indication  that  the 
British  market  will  be  reduced  after  the  war  even 
if  a  high  level  of  prosperity  is  maintained,  for  the 
British  intend  to  expand  their  own  agricultural  pro¬ 
duction  to  achieve  a  more  rounded  and  self-suffi¬ 
cient  economy.^^  The  use  of  margarine  fortified 
with  vitamins  and  the  development  of  synthetic 
substitutes  for  wool  may  also  cut  into  the  market 
for  New  Zealand’s  major  products.  A  further  dis¬ 
quieting  factor  is  the  decline  of  the  British  birth 
rate,  with  a  consequent  reduction  in  demand  for 
either  imported  or  home-grown  foods.  All  of  these 
factors  may  not  operate  at  once.  There  will  cer¬ 
tainly  be  a  period  of  high  demand  immediately  af¬ 
ter  the  peace.  New  Zealand  will  therefore  have  an 
interval  to  readjust  its  economy  and  attempt  to  or¬ 
ganize  its  relations  with  the  United  States  and  other 
Pacific  countries  before  a  decline  in  trade  with 
Europe  occurs. 

How  much  trade  will  prove  possible  with  the 
United  States?  This  is  one  of  the  key  questions  in 
considering  New  Zealand’s  post-war  plans.  There 
are  many  American  products  that  could  find  a 

33.  New  Yorl{  Herald  Tribune,  February  27,  1943. 

34.  Upolu  is  part  of  Western  Sam<'a,  New  Zealand  territory 
under  mandate. 

35.  Mr.  Winston  Churchill  in  a  broadcast  on  March  21,  1943* 
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ready  market  in  the  South  Pacific,  but  would  the 
United  States  agree  to  take  New  Zealand’s  main 
exports?  If  American  consumption  continues  at 
anything  like  the  present  level,  there  would  be  a 
large  potential  market  for  New  Zealand  butter, 
cheese,  wool,  hides  and  lamb.  The  only  barrier  is 
this  country’s  high  tariff.  The  New  Zealand  prod¬ 
uct  is  equal  or  superior  in  quality  and,  due  to  fac¬ 
tors  of  climate  and  organization,  production  costs 
are  considerably  lower.  The  vested  interests  of 
American  agriculture,  however,  might  not  per¬ 
mit  relaxation  of  tariff  barriers  or  the  organiza¬ 
tion  of  a  free-trade  bloc  of  the  Pacific  United  Na¬ 
tions.  Such  a  liberal  trade  blcK  would  be  the  ideal 
solution  from  New  Zealand’s  point  of  view,  since 
it  would  enable  it  to  continue  its  present  pattern  of 
economic  organization,  enlarge  its  population,  and 
contribute  the  largest  possible  amount  to  world 
trade.  From  the  American  point  of  view,  the  eco¬ 
nomic  position  in  the  Pacific  after  the  war  may  not 
seem  greatly  changed,  except  that  this  country  will 
have  a  much  greater  stake  in  the  South  Pacific, 
while  that  of  Britain  will  decline.  It  is  true,  of 
course,  that  strategic  necessities  may  outweigh  the 
demands  of  American  agriculture  for  a  closed  mar¬ 
ket,  but  New  Zealand  cannot  proceed  on  that  as¬ 
sumption. 

New  Zealand  will,  therefore,  continue  to  value 
its  imperial  ties  with  Britain,  although  membership 
in  the  Commonwealth  is  net  a  guarantee  of  its  im¬ 
mediate  security.  Britain  will  provide  its  best  mar¬ 
ket  for  some  time  to  come,  and  will  be  the  source 
of  its  loans.  The  policy  of  keeping  the  New  Zealand 
Expeditionary  Force  in  North  Africa  at  the  spear¬ 
head  of  the  Eighth  Army  up  to  the  present  is  an 
indication  of  the  importance  attached  to  Empire 
defense  and  to  the  decision  of  the  United  Nations 
to  make  defeat  of  Germany  the  first  objective.  The 
anomaly  produced  by  this  policy  is  noted  by  the 
New  Yor\  Times  in  its  editorial  of  March  31,  1943: 
“Chief  credit  for  the  flanking  of  the  Mareth  Line 
goes  to  the  New  Zealanders  under  General  Frey- 
berg,  who  are  fighting  in  far-off  Africa  while 
American  troops  are  helping  to  guard  their  home¬ 
land.” 

The  peace  aims  of  the  New  Zealand  government 


have  not  yet  been  made  public.  This  is  to  be  ex¬ 
pected,  since  the  aims  of  the  major  Pacific  powers 
are  not  known.  Individuals  and  unofficial  groups^*^ 
in  New  Zealand,  however,  have  expressed  views, 
and  these  may  indicate  the  direction  that  official 
formulations  of  policy  will  take.  That  the  immedi¬ 
ate  aim  is  the  defeat  of  Germany  and  Japan  goes 
without  saying.  Retention  of  the  British  Common¬ 
wealth  relationship  can  be  assumed  with  equal  cer¬ 
tainty.  Within  the  Commonwealth,  New  Zealand 
probably  seeks  a  more  active  role  for  itself  and  other 
Dominions  in  deciding  international  policies.  It 
{)robably  favors  a  Pacific  Council,  integrated  into  a 
world  settlement  so  that  it  would  not  cut  across  its 
close  ties  with  Britain.  The  provision  for  world 
sanctions  against  an  aggressor  in  the  Pacific  would 
also  be  an  important  consideration.  There  is,  of 
course,  recognition  that  the  United  States  will  con¬ 
tinue  to  be  the  great,  perhaps  dominating,  power. 
At  the  same  time  there  is  a  determination  that  the 
Pacific  will  not  become  an  exclusive  “co-prosperity 
sphere”  for  any  single  power.  This  can  best  be 
achieved  by  “a  genuine  non-exclusive  international 
arrangement”  for  which  the  Anglo-American-Rus- 
sian  agreements  would  form  a  substantial  basis. 
The  role  of  the  U.S.S.R.  in  the  Pacific  war  so  far 
has  largely  been  to  immobilize  Japanese  troops  and 
supply  China,  but  for  a  durable  Pacific  peace  “the 
role  of  Russia  must  be  recognized  as  the  major 
power  on  the  Asiatic  mainland  and  the  full  cooper¬ 
ation  of  Russia  must  be  ensured.”’^  The  relation 
with  the  United  States  will  be  crucial  in  the  peace 
settlement.  New  Zealand  would  welcome  any 
move  in  the  direction  of  closer  economic  collabora¬ 
tion  between  the  two  countries,  provided  it  does 
not  imply  a  dependent  role  for  New  Zealand  or  re¬ 
strict  its  freedom  to  make  domestic  policies.  There 
is  a  distinct  fear  that  any  “realism”  in  the  form  of 
American  or  Anglo-American  policing,  accom¬ 
panied  by  a  denial  of  self-determination  to  other 
powers,  would  lead  to  a  precarious  peace.  Above 
all  else.  New  Zealand  wants  the  principles  of  the 
Atlantic  Charter  applied  in  the  South  Pacific. 

36.  H.  Belshaw,  W.  T.  (L  Aircy  and  P.  Martin  Smith,  New 
'/.ratand's  War  Aims  in  the  Pacific  (New  Zealand  Institute  of 
International  Affairs,  1942). 

47.  Ibid.,  p.  6. 
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Social  Security  in  New  Zealand — “The  Beveridge  Plan  of  1938” 

BY  SHIRLEY  JENKINS 


Worldwide  interest  in  the  Beveridge  plan  has  di¬ 
rected  attention  to  New  Zealand,  where  the  unified 
principle  of  social  security  has  been  in  operation 
since  1938.  Neither  a  recovery  measure  nor  a  piece 
of  emergency  war  legislation,  the  Social  Security 
Act  is  close  to  the  core  of  the  economic  philosophy 
and  long-time  purpose  of  the  New  Zealand  Labor 
party.  The  purpose  of  the  Act  was  twofold:  it  uni¬ 
fied  and  extended  existing  provisions  under  a  new 
Social  Security  Department,  and  introduced  a  sys¬ 
tem  of  universal  medical  and  hospital  services  as 
part  of  the  social  insurance  program. 

As  now  proposed  in  the  Beveridge  plan,  all  risks 
in  New  Zealand  are  covered  by  a  single  compre¬ 
hensive  system  of  social  security.  Cash  benefits  are 
paid  to  various  dependent  groups,  including  the 
aged,  widows,  orphans,  dependent  children,  inva¬ 
lids,  blind  p>ersons,  miners  suffering  from  occupa¬ 
tional  diseases,  [Arsons  temporarily  incapacitated  by 
sickness,  and  the  unemployed.  Flat  cash  sums  are 
awarded,  the  amount  being  prescribed  by  law.  The 
same  type  of  benefit  is  allowed  regardless  of  wheth¬ 
er  loss  of  income  was  caused  by  sickness  or  by  eco¬ 
nomic  unemployment.  Family  needs  are  consid¬ 
ered  in  each  category,  with  added  payments  allowed 
for  a  recipient’s  wife  and  for  each  dependent  child. 
In  all  cases  the  duration  of  the  payments  extends 
throughout  the  whole  period  of  time  when  the  con¬ 
dition  exists.  With  the  exception  of  Universal  Su¬ 
perannuation,  medical  and  hospital  services,  all  cash 
benefits  are  subject  to  a  means  test.  Some  addi¬ 
tional  income  is  permitted,  however,  and  in  prac¬ 
tice  only  the  well-to-do  are  actually  excluded  from 
receiving  benefit  payments. 

A  comprehensive  plan  for  hospital  and  medical 
care  for  every  resident  of  the  Dominion  was  out¬ 
lined  in  the  Act.  Both  in-  and  out-patient  care 
is  provided  in  all  hospital  cases,  including  mater¬ 
nity.  A  growing  proportion  of  doctors  are  co¬ 
operating  in  providing  free  medical  treatment 
either  under  a  scheme  of  capitation  fees  of  15s 
per  year,  or  by  doctor  or  patient  claiming  directly 
on  the  fund  on  the  basis  of  7s  6d  per  visit.  Supple¬ 
mentary  benefits  which  the  government  hopes 
gradually  to  bring  into  operation  include  dental 
care,  specialist  services,  and  domestic  and  nursing 
assistance. 

The  entire  social  security  program  is  financed  by 
a  direct  tax  of  a  shilling  in  the  pound  on  all  sal¬ 
aries,  wages  and  other  income,  including  business 
income,  and  by  substantial  contributions  from  the 
Consolidated  Fund,  or  revenue  from  general  taxa¬ 
tion.  In  addition,  an  annual  registration  fee  of  5s 
per  year  for  youths  and  women  workers,  and  5s 
per  quarter  for  adult  male  workers  is  paid  by  every 
resident.  The  total  cost  of  the  social  security  pro¬ 


gram,  including  administrative  expenses,  for  the 
year  ending  March  31,  1942  was  ;^T3,53i,287.  Ex¬ 
cept  for  ;^3,6oo,ooo  from  the  Consolidated  Fund, 
this  was  met  from  social  security  contributions.  A 
balance  of  ;C3, 023,835  is  carried  over  for  the  fiscal 
year  1943-44. 

A  detailed  comparison  of  the  New  Zealand  pro¬ 
gram  with  the  Beveridge  plan  in  terms  of  pounds 
and  shillings  would  not  be  useful,  partly  because  (rf 
the  difficulties  of  comparing  price  levels  and  ex¬ 
change  rates,  and  partly  because  the  latter  plan  is 
still  under  consideration  and  the  rates  proposed 
may  be  altered  considerably.  A  general  comparison, 
however,  may  be  made.  The  purposes  of  the  two 
programs  are  the  same,  to  guarantee  security  to  all 
against  the  risks  of  want.  Both  are  outstanding  in 
their  scope  and  coverage.  Sir  William  Beveridge 
says:  “The  plan  preserves  the  main  feature  of  the 
British  system  which  distinguishes  both  it  and  the 
New  Zealand  system  from  the  systems  of  nearly  all 
other  countries.  This  feature  is  the  preservation  of 
a  flat  rate  of  benefit  not  varying  with  earnings 
which  have  been  lost.”* 

The  Beveridge  plan  differs  from  the  New  Zea¬ 
land  program  in  two  important  respects:  no  means 
test  is  proposed  for  Britain;  and  the  method  of  fi¬ 
nancing  is  different.  Under  the  British  plan  the 
worker’s  contribution  is  a  flat  sum,  unrelated  to 
earnings,  while  in  New  Zealand  it  is  a  flat  percent¬ 
age  of  earnings.  The  tri-partite  worker-employer- 
government  contributions  prevailing  in  England  at 
present  would  be  continued  under  the  Beveridge 
plan.  In  New  Zealand,  although  the  fund  is  as¬ 
sisted  by  contributions  from  general  taxation,  the 
amount  or  proportion  of  these  is  not  fixed  by  stat¬ 
ute.  No  payroll  tax  is  imjxysed  on  employers  in 
New  Zealand,  but  it  should  be  noted  that  the  social 
security  contribution  is  made  from  business  income 
as  well  as  from  wages  and  salaries  of  individuals. 

The  proposed  British  plan  follows  the  New  Zea¬ 
land  precedent  of  unification  of  all  social  services. 
They  both  cut  across  the  traditional  distinction 
made  between  social  insurance  and  relief.  Strict 
insurance  principles  must  be  ruled  out  if  security 
is  to  extend  from  the  "cradle  to  the  grave,”  since 
benefits  may  be  granted  at  birth,  but  a  contribution 
is  not  levied  until  the  individual  attains  working 
age.  The  economic  and  social  justification  is  that 
“all  inequalities  due  to  heredity  and  environment 
are  discounted  in  advance  .  .  .  the  contribution  cor¬ 
responds  to  the  average  risk  of  all  individuals;  the 
principle  of  equity  is  preserved.”^ 
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